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Duke Energy Carognas, LLC
550 Sougr Tryon Skeet
Charlotte, NC 28202
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Fax 880.3138534
tlirakashateek4rvfon@duke-energy corn

Ms. )ocelyn Boyd
Chief Clerk and Administrator
Public Service Commission of South Carolina
1000 Executive Center Drive, Suite 100
Columbia. South Carolina 29210

RF.: Docket No. 2007-338-F;

Dear Ms. Boyd:

Attached for filing please Iind Duke Energy Carolinasv LI C (ssDuke Energy
Carolinas' or the "Company" ) Application For Authorization to Issue and Sell Securities
under Article 13, Chapter 27. of I itle s8v of the Code ol I.aws of South Carolina (1 976, As
Amended). Pursuant to the Public Service Commission of South Carolina ("Commissions )
Order No. 2011-758, Duke I-:nergy Carolinas' responses to questions presented with respect
to applications of this type are set forth below. The Company has generally responded to
the questions by reference to certain material in the Application, but has expanded the
response herein where appropriate. I he Commission's questions are reproduced below,
with Duke Fncrgy Carolinas' response following each question. Capitalized terms not
defined herein have the meanings given them in the Application.

I. Identify the effect on the income statement and balance sheet of the proposed
financing.

Cienerally. the proposed Iinancings will affect the Company's income statement by
increasing pre-tax interest expense to reflect interest payable on ncw securities,
otTset by thc reduction in pre-tax interest expense associated with any redeemed or
maturing debt. A pro forma unconsolidated balance sheet is provided in Exhibit E
to the Application.

2. Identify the planned use of the funds obtained through the proposed financing of the
Company.

The proceeds resulting from the proposed financings will be used as sct forth in
Section 8 of the Application.

3. Provide information on the possible impact on the Company if the proposed
financing isnotaroved or ira rover is dern ed.

Disapproval or delay of the Application would prevent the Company trom having
access to funding from the capital markctsn in the amounts it has deemed necessary



Company would not have sufficient financial flexibility in determining the timing and
amounts of its offerings of securities. Such flexibility enhances the Company's ability to
fund its operations most efficiently

4. Specify the best estimate of the rate of interest of any debt financing (a range for the
rate is appropriate). For common stock issues, provide information on the best
estimate of price and book value per share at the time of issue.

Currently, indicative pricing for annual interest rates on the Company's first and
refunding mortgage bonds is 3.15% for 10-year bonds and 4.45% for 30-year bonds.
This indicative pricing reflects market conditions as of March 20, 2012, and actual costs
will change due to changes in market conditions. H.S. I reasury bond yields, the
company's credit rating and other factors that might impact the rate investors' demand
for securities with similar characteristics and from companies with similar credit ratings.
An interest rate for each long-term debt issuance will be set immediately prior to
execution of a binding underwriting agreement for such securities.

The Company's Application does not contain a request relating to common stock

5. Provide information on the expected benefits (example - savings expected from early
debt retirement) and costs (example —issuance expenses) of the proposed financing.
Provide any studies that were developed to identify these costs and benefits and the
net result. (This could incorporate present value analysis of the costs/benefits. )

a. Identify the basic assumptions of any analyses of costs/benefits.

The expected benefits of the proposed financings include satisfying the Company's
funding requirements as set forth in Section 9. The proposed financings would allow the
Company to continue to finance its ongoing electric plant construction, and to potentially
redeem or purchase outstanding securities and lower its cost of capital through
economical refinancings. Costs of issuing the securities are expected to be generally
consistent with those reported to the Commission in previous dockets authorizing the
issuance of securities. The Company has not developed any studies of the type described
in this question

6. Identify the impact on the firm's capital structure of the proposed new financing.

Please refer to the pro forma unconsolidated statement of capitalization contained in

Fxhibit H to the Application.

Thank you for your attention to this matter, and please let me know if you have any
questions.

Very truly yours,

Timika Shafeek-Horton



BEFORE

THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

Docket No. 2007-338-E

A f)plication of l)uke I:,nerg) C'arolinas, I .I,C.
'

I'or Authoriz;rtion I inder Article 13. C'hapter

27 of I'i(le 58 ()I'The C'o&le t)f I.av s of So(ith
C:arolina (197(), As Amended) to Issue and

Sell Securities

A P P I . I C'ATION

l)ukc I:,nergy Carolinas, I LC' (thc "Company' or Applicant" ) hereby makes;ipplicritior&

lol '1(I(holi&"rtfoll tn)iil th«1 llblle, icl vlcc C. oil)mission ot South (:arolina, ("C'omniissiori") to

isa(le ilrl&f sell, ln&rn tfr)ie t(& fr&11«, a rnaxllnur)1 of $2.000,000,000 agglcg&ate pl'illcipal rirlloullt oi

securities ol the types listed herein, in the niann&. r hereinafter «I«scribed. This Application is

n)ade pill'suallt to Al tfcle 13, Chapter 27 of I itic S8 of th&.' C'od«of I.aws ot South C'arol ma.

( I ')75. is,(mended) (ss 58-27-1720) and other applicabl« ltulcs, Regulations. and Statutes In

support of this Applicrition, the Applicant shows the Commission the t'ollowing:

I. Description of the C'. ompany

The C'oir)pany is a limited liability company (fuly orgar)ice(f ar)(I «pistil)g ili&dcr the laws

ol the State ol North C';in&lir)a, &l(&rnestic;&ted under the laws of the Stilt« of ~ &olrth C'arolirla k)

coi&duct business within this state. It is et)gaged in the business &)t generating, transmitting,

distributing and selling electric power;ind e»ergy, rind is a public utility subject to the

jurisdictiorr ol this Commission in&I the North C'arolina Iltilities Commission. It is a public

utility under the I'eder;il pov er Act, and cert iin ot its oper;itions are subject to th«j(rrisdictiori ot'

the I'ederal I;nergy Re& ul;&tory C'ornrnissi&&n. 'I he Company is a wholly ov ncd subsidiary ot

f)uke I;nergy C.'orporation, which i» i holding comp;iny herdquarterc(f in C'harlott«, North



(.'arolina. Duk» I=.rtcryy ('.Orporatfoft )vh()lly ov its three other electric utility subsidiaries, L)uke

I.'nergy Ohio, Inc. , L)uke I-:nergy Indiana, Ittc. till&1 Duke Energy Vcntucky, ln«. In addition, Diike

I,ncrgy ov rts various nonr«giilateil energy businesses prirtiarily in the LI.S. ind I itin Atnerica.

2. Notices and C.'omrnunications

'I hc names anil addresses of the ('ornpany's attorneys who ire iiuthorize&l tu receive notices;trtd

cotnmunications with r«spect to this application are:

I irnik i Shaf'eek-Horton

Deputy ('ener;il ('oilllsel
Duk« I.nergy ('arolinas, I.l.('
550 S()tlth Tlyof) .itr'c«t

('hiirlutte, North C.'tirolina 28202
1704) 382-()373

anil

Robert T. Lucas III

Deputy (iener tl ('.ounsel rind Assistant Secretary
Diike I:nergy ('arolinas, I.I,('
5SO South Trvon Street
(:harlotte. North C:arol ina 28202
(704) 382-8152

3. Outstanding Debt Obligations

I lie ( orrrpaity s exlstlttg olltstartilltlg loilg-tl'llil debt prlilcl pally cotlslsts ol I' lr'st iilttl

Retiinding Mortgage Bortds, Senior Debt, 'I'ax L'xempt Bunil Obligatiotts all«l Other I,orig-Tcrln

Debt. A s«hcdulc ot all such Bonds, Senior Debt, Tax Exempt Ltond Obligations and Other

Long-'I'erm Debt outstanding its ot'September 30, 2011 is attached hereto as Exhibit A. All ol

thc outstaniling First arid Rcfurtdiny, Mortyage Bonds were issued under the terms of a First ttnd

Refunding Mortgage dated as of' Dc«ember I, 1927, 1'rom the (.'orrtp;tny to 'I'he Bank of' New

York Mellon I rust ('ontp;tny, N. A. , iis trustee, as supplemented and arncrtdcd by various

Supplemental Indcntur«s ther«aft«r sorrtetirrtcs ref'erreil to its the "Mortgage" ), cupies of all ot'



which h;lve been tiled with this 1'onlnlission. Substantially all (if the Senior Debt consists ot'

Scnlo) Notes Issued unde)' a Sell)of' h)dental c 10 I he B'ulk of Ncw Yolk Mellon, dlltcd (ls of

September I, I 09II (thc "Senior Indenture").

I'hc I'ax L'xempt Bond Dblig'ftioi)s resulted when the (.'o)1)pany bof'I'owed the proceeds ol

the sf)le of tax excfnpt pollution control or solid waste disposal revenue bonds Issued by various

govcrnnlcntill author) tlcsf pul'suilnt lo ilu1hof'II&It)oil granted by this 4 on1nl fsslon.

The C)ther I,ong&-Term Debt includes a tfnancing& arrangenlent utiliIing& corn)»(. rci;ll paper

backed by thc long-term credit t'acility described in Section 4(ii) below.

4. I)escription of Proposed Securities

Sublcct to thc approval of ttlfs connnfsslon infd the North 1'(ll'olnlil Lftllftlcs ( onln))ssl(&n,

the ('on)pa)y proposes to issue, sell& incur or undertake tron& time to time a maxinlunl of'

$2,000,000,000 agg&regate principal amount (if' fill or;lny con)bination ot I'roposcd Debt

Securities, l.ong-Tenn It lnk Borrowtings, 'I'ax Bxernpt Bond ()hligations, C';fpital I.case

Dbliglltions and Intel'cst l(ate M'u)age)nent Ag&reen)eats, ;)II as dctinc(l or described below

(collectively, the "Proposed Securities"):

ttt t& ht h .
t }:1 "V . t &t'ht h ~iti &"

The proposed Debt Securities nlay bc unsecured debt instruments or I'irst and

llcfunding Mortg&age Boi)ds.

To the extent thc I'roposcd Debt Securities are, ienior N(&tes, they will bc created

flu}l issued under the Senior Indenture;ls hcrctotorc supplcnlcntcd or as I'urther

supplemented hy a Supplcmcntal Indenture to be executed in connection with their

I SSll

ill�)

CC.
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To the extent the Proposed Debt Securities are 'Subordinated Notes, they will be

created and issued under the Company s Subordinated Indenture to the Hank ol Ncw

York Mellon, as Trustee, dated as of December I, 1997, as heretolore supplementerl or as

Iurther supplemented by a Supplemental Indenture to be executed in connection with

their issuance.

To the extent the Proposerl Debt 'Securities are the Company's I-'irst and

Refunding Mortgage Bonds, they will be createrl and issued under the Mortgage, as

hei etotorc supplemented and as to be further suppletnented and amended by a

Supplemental Indenture to be executed in connection with their issuance. 'I'hey will b»

subject to tll of the provisions of the Mortgag», as supplemented, and by virtue of said

Mortgage will constitute Itogether with the Company's outstanding I'irst and Refunding

0:Iortgagc Bonds) a I&rst lien on substantially all ol the Company's fixed property and

Iranchiscs.

%'hen any of the Proposed Debt Securities are issued I'or refunding or

reltnancings, the Company proposes to execute the proposed transactions so that. over

time. there will be no material eflect on thc Company's capitalixation with respect to the

source of funds.

The Proposed Debt Securities may also consist of debt securities subject to

remarkcting prior to maturitv. Consistent with prior orders of the Commission. any

remarketing ol such securities or resetting of their interest rates prior to the scheduled

maturity date would not be deemed to be a re-issuance ol such securities by th» Company,

so as to reduce the amount of securities otherwise permitted to be issued by the Company

pursuant to the terms ot the Commission's order in this docket.



(ii) Lon~-Tenn Hank 13orrowin

The Company t'urther seeks permission to make long-term borrowings under its Master

Credit I acilitv ('I.ong-TCI'ln Httnk 13orrowings"). On November 18, 2011, the Ootnpany,

along with Duke I.nergy C'.orporation and certain of its other wholly-owned sttbsidiaries,

Duke I ncrgy Ohio, Inc. , Duke L'nergy Indiana. Inc. and Duke Energy I'entucky, Inc. .

entered into a $6,000,000,000 Five-Year C'rcdit Agreement. dated as of November 18&

2011, with the lenders listed in the agreement, Wells I argo Bank, Vational Association.

as Administrative Agent, Hank ot America, N.A. and The Royal Hanl. of Scotlanrl pic, as

C.'o-Syndication Agents, and 13ank of' C'hina, New York Branch, Barclays Bank PI C'. ,

Oitibank, N. A. , C".redit Suisse ALL C:ayntan Islands Branch, Industrial and C'.ornrnercial

Bank of' C.'hina Limited, New York Branch, JPMorgan C:hase Bank, V.A. and (113S

Securities LL(.:, as C'o-Docurnetttation Agents. I he agreement repl tees the Oorporation's

previous $3.14 billion credit facility, v hich was due to expire in June, 2012. 11nder the

tacility, $4 billion is currently available to the borrowers. 'I he remaining $2 billion will

become available following& completion of the proposed merger with Prog&ress Energy,

Inc. Ctpon the ef'I'ectiveness of' such additional borrowing capacity, Progress Energy

C'arolinas, Inc. and Progress Energy I loricla. Inc. will become tdditional borrowers under

the t'acility. The credit aglecmcnt will. among other things, support Duke I;nergy

Oorporation's commercial paper program. I'he thcility contains borrowing& sublirnits I'or

the borrowers. including the C'otnpany, as set torth in the agreement. The C'ompany may

currently borrow up to its initial sublimit of'$1,250,000,000 under the f'acility, and tnay,

at its option, increase thc borrov, ing sublirnit to a rnaxirnurn of $1,500&000,000. Cinder

the agreement. any borrowing of more than one year in duration by the C:ompany (or any



otlier borrov er other tlian Duke Energy Corporation) must he specified as a long-term

borrowing in the notice of' borrowing to the lenders. and requires permission f'rom the

C:ommission in the manner required for other long-term debt securities. The ('ompany

therefore requests the ( ommission's approval for borrow ings in excess ot one year in

duration. under the fvfaster C'redit F acility or sucli other similar hank borrowing

arrangt Illeilts tfle ( oiiipaily Iiiily elltel' Iilto fl'oiii tiiiie to tiiiie.

liii) Tax Fxem t Bond Obligations

I'he ('ornpany proposes to enter into agreements to borrow proceeds f'rom the s'llc

of tax exempt debt securities issued by one or more governmental authorities ('Tax

l-:xempt Bonds' ), to hind construction of' qualif'y'ing f'acilities associatecl with the

Company's electric generation plants (and qualifying related expenditures), to reimburse

costs previously expended for such purposes. or to refund previously oiitstancling Tax

Exempt Bonds. The C.'ompany's obligation to repay the issuing authority may be direct,

through a secured or unsecured loan agreement between it and the authority, or indirect

through financing arrangements such as a letter of'credit posted by a banl to secure the

C:ornpany's obligations on the lax Exempt Bonds. The ('ornpany's direct obligation

under a loan agreement with the authority may be insured by a third party or secured by

issuance of'a f-'irst and Ref'unding Mortgage Bond or other secured instrutnent.

liv) C'a ital Lease Obligations

The ('ompany proposes to enter into capital lease obligations ("Capital I cases").

under which it v ill utilize C'apital l,eases as another f'orrn ot' financing the capital

requirements discussed in Section 9 ot this Application. The C:apital Leases v ill flave



structures and terms similar to other torms ot debt financing, hut vvith the potential, in

certain instances, to lower thc overall cost ot tinancing property acquisitions.

(apital l.eases will he used to ful&lllcc thc acquisition ot ncw property. including

in connection with construction ot new electric pl&u)t, or retinancing ot existing utilifv

propertv, in order to optimize the cost of' financing corno)ensurate with such property's

expected lite. The property expected to he leased vviff consist of equipment used in the

( o)11parly s opcratlo)ls Illcludlilg, hut riot lllllltecf fo, nleters. IallCff ill ')rid c()'ll yard he'ivy

cquiprncnt. transportation equipmcnt, turbines. transtormers. water pumps. exhaust

stacks, suhstations. computers and office equipment, and intangihle property such as

sofhvarc and site licenses (collectively, the -Vropcrty').

I'hc amount tinanccd under each (.'apital Lease. excluding transaction costs, is not

expected to hc morc th&m the nct c;lpit;llizcd cost of thc I'ropcrty or thc;lppraiscd value ot

th» property (in the event morc th;in thc capitalized cost is tint)need).

In accordance vvith generally accepted;iccounting principles, the net capitalized

cost ot'property usually includes installation, triiining, ')flow'Ince tor tunds, administrative

overhead and other costs capitalized in connection with acquiring and placing the

property in service. Such costs are expected to he included in the property cost fin;)need

under each ('apital I.ease.

To eftectuate ('.apital l.ease transactior)s, the C'oinpany will obtain third-p;Irty

lease financing tor thc original purchase or retinancing of' Vroperty acquisitions. and an

agreement will hc executed with a financing counterparty (the 'I.essor") setting forth the

terms of each ('apital Lcas«.



As part of' the consu&nmation of a (:apital I.ease tr;&ns;&ction, thc I cssor will

typically either (I ) pay thc vendor and the (.'.on&pany lor tl&cir respective costs associated

v ith tl&e I'roperty acquisition or ( ) rei&uburse tl&e ('o&np;&ny for the c'&pit &fired cost of the

Property, with the ('on&pany concurrcntlv paying thc vcn&lor the invoice cost.

'I'hc (:on&p &ny may enter intoone or more participation agree&nents with its

aff&liatcs and the I.cssor in connection with the (:apital I.cases, witl& such;&greements

del&ning the (.'on&pany's role as princip&&l &&nd. &&s applicahle, agent on hehall' ot its

t&t'tiliatcs I'or hilling and pay&nent re&nittancc purp«ses. 'Sucl»&rr»nge&nents v ill h»

undertaken solely I'or ad&ninistn&tive efficiencies and th&.' convenience «f the parties

inv«lved and will f&c sufgjcct to;&pplic;&hie stand;&rds rel;&ting to trans &ctions among

a I't & I i ates.

At the en&i ot e;&ch initi;&I or renewal lease term. it i» anticipated that the C.'ompany

will have an option to either (a) renew each ('apital I.case pursuant to;&rn&'s-length

negotiation with the I.essor or other potential lessors, (h) purchase thc Property, or (c)

tc&'n»nt&tc th&.'(. .ap&tal I.case.

(v) Interest Rate Manaoemer&t Aorcc&ncnts

I Ls descrihed in its Application I'o& An&ended Order dated .Iulv 15, 2009, in this

docket (the "An&endo&cnt Application ), thc (. .«n&p»nv utilizes various techniques to

n»u&t&gc the interest costs it incurs in connection with its financial ohligations. Although

it is uncl&.'ar wf&ctf&cr or not sucl& activities constitute the issu;&nce ot securities within the

meaning ot' S.(.'. . ('od» Ann. Sect&on 58-27-172(), th«('on&panv nevertheless rcspecttullv

requests th;&t the Oon&n&ission grant it authority to utilize interest rate managen&ent

tech»&ques and enter into h&te&'cst Rate Man»gcn&cnt Agree&nents to &nun;&ge its interest



c(1sts. As rhscusscrl In thc An&cndnlctlt Appl Ical&otl, llav&tlg espl&ctt COInnltss&on

authority for such agreements will allov the (.'ompany to be Ible to def'er the mark-to-

market impact ot Interest Rate Managen&ent Agrecnlcnts Uflder Stutement ot I&inanci tl

Accoutlting Standards 71. Such authority will allow the Company sufTicient alternatives

und f1exibility in cfTcctivcly man;&ging interest rute risk.

Interest Rate Management Agreements will include products commonly used in

tod Iy's capital markets. 'I'hese products include. but are not limited to, interest r&ate

swaps, caps, collars, f1oors, options, or other hedging products such as forwartls or

futures. I'he ('.ompany expects to enter into these agreemcnts with counterparties that are

highly rated ftnancial institutions. I'hc tlansactions will he for a IIscd period and u stuted

notional amount and may be entered into in connection with underlying III&:cd or variable

obligations ot the (.'ontpany.

'I'hc Compafly' will est&ublish pricing for Interest Rate Management Agrecntents

through negotiated of'ferings, through u competitive bidding process. or othcrvvise in

accoI'datlcc wtth rccognl/cd nlaI'kct pl'actlccs.

I'he notional amount ot any given Interest Rate Management Agreement will

col'IcsponII to all oI' a portion of a cUrrent or luture debt security authorized by

Commission order. Thcrct'orc, entry into a given Interest Rate MIlnugcn1cnt Agreement

itselt will not retluce the amount ol 'shell' authority under such ('.orna&ission order.

5. Method of Issuance and Sale

I'o the extent the proposed Securities ure issued and sold in one or morc public of't'erings

subject to registration Under the federal securities laws, thc Company will sell the Proposed

Securities during the etfective period of a 'shelt registration stutcnlcnt which the (.'onlp'lny' ht&s



filed with the Securities and Exchange Commission in connection with the registration ot such

securities. The Company proposes to enter into negotiations with, or request competitive

proposals from investment bankers or other tmancial institutions to act as agents, dealers,

underwriters, or direct purchasers in connection with either the public or private olTering ol each

issuance of Proposed Securities in accordance with the terms thereof. The Company vvill

determine which sales method and financial institution(s) will provide the most favorable terms

to the Company for any issuance and sale of the Proposed Securities. Certain types of the

Proposed Securities. such as bank borrowings capital leases and interest rate management

agreements. are not typically "sold" in a public or private offering. The method of issuance of

such securities will be as described in the corresponding part of Section 4.

6. Previously Granted Authority

The authority requested herein is to replenish the authority previously granted under the

Commission's Order 2010-201 in this docket. of which $1,950,000.000 has been utilized as

further described in the Company. s Reports of issue and Sale in such Docket. The Company:

requests that the remaining authority granted in such order be terminated, and subsumed within

the authority which may be granted under the Commission's order requested in this application.

7. Fees and Costs

The Company will pay no fee for services (other than attorneys, accountants, trustees,

rating agencies and fees for similar technical services) in connection with the negotiation and

consummation of the issuance and sale of any of the Proposed Securities, nor for services in

securing underwriters, agents, dealers or purchasers of such securities (other than lees negotiated

with such persons).

8. Use of Proceeds
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I'rocceds from issuance ot th» I'roposed Securities may he used for (a) the purchase or

red«mption of' the ('.ompany's outstanding higher cost securities as hereinafter provided, (b)

refunding maturing securities, (c) financing the (:ompany's ongoin construction, as t'urther

dcscrib«d in Section 9 hereot (includin& the acquisition ot' nuclear I'uel) or (d) tfte ('ontpany's

general purposes, as allowed. In each case, such proceeds may be used I'or the repayment of

short-t&. rm deht incurred for such purposes.

%%Iten the net proceeds trotn the issuance ol' any ot' the Proposed Securities will he

applied and used hy the C".onlpatly to pul'cll'tsc ol redeem certain ot' tlte C'.ornpany's outstttndin&&

unmatured deht securities. such issuances will he mad&.' from time to time wh&. n market

conditions permit, on terms v hich would result in a lower cost of'money to the (;ompany. Any

premium paid on purchased or redeemed debt securities will he amortized over the life ot' the

ncv securities. and the C:ontpany proposes to include the af'ter-tax amount ol' such unamortized

premium in C".ompany's rate hase as a component of'working capital. As previously noted, tltc

nct proceeds ol any ol the I'roposcd Securities may he applied and used by the C:ompany to

refund maturing securities, including& the repayment of'short-term dcht incurred for that purpose.

A schedule ot tlte maturities ot'thc C.'. ompany's outstanding debt securities is provide«I in I;vzhihit

9. Electric Plant and Demand C."rowth

'I hc CDITlpatly ts cotlthlldtlg its const uction program ol' additions to its «lectri«

&'cneration, transmission and distrihution tacilities ill order to, among other thing&s, (i) meet tfte

long-term expected increase in demand f'or electric scrvicc, (ii) construct and maintaitl all

adequate marg&in of reserve generating capacity, &tlltl (iii) conduct necessary replacements ol'

major generating& plants and plant components.



The Company connected approxinlatcly 7,500 itew clistoiuel's lil 2011 ililtf coiltinues to

incur significant capital expenditures related to expanding and replacing its transmission and

distribution system.

The Company's electric energy sales for both 2010 and 2011 were approximately 7S

inil lion megawatt hours. 'Sufficient financing ot its current construction prograni is essential if'

the Company is to continue to he able to ineet its obligations to the public to provide adequate

and reliable electric service. 'I he Company's electric plant construction expenditures (including

expenditures for the acquisition of nuclear I'uel) were S2.2 billion I'or each ot' 2010 and 2009,

respectively. Further intormation is set forth in thc Comp;iny's financial statements attached as

exhibits to this Application.

The Company's plans include incurring signiticant capital expenditures I'or maintenance

ot' its existing gencriltion plants, and construction of'new electric generation plants. During the

period 2012 through 2013, the Company plans to invest approximately $4.2 billion in its electric

plant. Adequate tinancing authority as applieil t'or Iierein will allow the Coinpany to access the

capital markets to efIiciently t'und these necessary capital expenditures.

10. Purposes and Compatibility with Public Interest

The purposes of the issuance, sale, and/or incurrence ot' the Proposed Securities are

lawful objects within the limits of the Company'» authority and purposes under the applicable

laws and regulations, and as set forth in its I.imited I., iability Company ()perating Agreement, as

amended, which is on life with this ('.ommission. I-'or thc reasons sct t'orth above, tlie issuance

and sale of the Proposed Securities will be compatible with the public interest, will bc necessary

anil appropriate tor, and consistent with, the proper pert'ormance hy thc Company of its service to

12



thc piiblic i)» a utility, will Ilut impiiir its ability to perl'orm that service, and will be reasuniibly

necessary and appropriate lbr such purpose.

I I. Financial Condition and Operating Reports

I'he financial condition of' the (.'.ompany and its re»ult» ul up&'I"ltr»n» i)le»how)1 by thc

C.urilpiilly'» Annual Reports to the ('.omm ission and by other records of' the Comm issi»11 I'elating,

to thc ('umpany.

12. Vvhibits

Exhibits in support ot'the Application include:

I;XI I I BIT A ,'ichcdule uf'Outstiir)dir)g First i)lid Rel'unding Mortgage Bor)d». Notes and

Otlicr Obligations ul' thc ( '.»mpany iis of September 30, 2011.

I;XI3IBI I' B-l C' opy ol Senior Inde))till'c of the (:urilpiii)y tu the Bank of Nlcw York
Mellon, as Trustcc, dated;)s of Scptcn)bcr I, 19913. 'I'his exliihit is un file
willi flic (.»n)11) f»»i»rl lil l)ockct No. ')8-469-1 .

EXH I BI'I' 13-2 ('opy of' Subordinated Indenture of the C:un)p;iny to the 13ank ot Ncw
Yurl, Mellon as Trustee, dated L)ccen)ber I, 1997. This exhibit is &)n life
willi thc C.'urn)))i»»iun in Docket No. 97-475-1:.

BXH I Bl I' (.'. ('opy of' the C.:ompany'» Eirnitc&l L, iahility Company Operating Agrccmcnt
dated as of April 3, 200(&, as an)ended. Thi» cvliihit i» un file with the
C:»mini»si»n in l)uckct No. 2007-33LI-B.

I:XH I BI I' L) Annual Rcport» ol' tlie C'. unipany tu the C:umrnission and other records of'

thc C.'on)mission relating to the (.".ornpany. Rcf'erence is made tu these
reports and records on tile with the ('ommi»sion.

BXHIBI'I' B I.lncunsulidated Balance Sliect »I the C:ompany at September 30, 2011,
including pro lorma ct'I'ects uf'proposed issuance and»ale.

EX I I 1 13 IT F- I Unc&&n»»lido)cd St itement ol 11)coll)c of'the ('.ompany tur the nine months
ended September 30, 2011.

I;XHIBIT F-2 Unconsolidated Statement of' Income of the C:ompany lor the twelve
months ended l)cccmhcr 31, 2010.

13



EXHIBIT G Lfnconsolidated Statement of Cash I-'lovvs for the nine months ended

September 30. 2011; and Statement of Retained I=.arnings of the Company
for the nine months ended September 30. 2011.

EXHIBIT H L!nconsolidated Statelnent of Capitalization of the Company at September
30. 2011. including pro fbrma effects of proposed issuance and sale.

&VHEREI ORE, Duke I nergy ('arolinas respectfully prays that its request for approval to

issue and sell securities, all in the manner herein set t'orth, be authorized and approved by this

Coul nlission,

I'his 23'" day of March, 2012.z
a

Timika Shaf'eek-H rton

Deputv General Counsel
Duke 1&nergy ('arolinas, LLC
550 South Tryon Street
Charlotte. North (:arol ina 28202
(704) 3II2-6373
'I'ilnika. shafcek-horton!it&duke-ener v.com

rind

Robert T. Lucas III

Deputy Cieneral ('ounsel and

Assistant Secretary
Duke I:,nergy (.'.arolinas. I.l.('
SSO South Tryon Street
Charlotte. North Carolina 28202
1704) 3II2-II I 52
bob. lucas''Ii'l)uke-L&ner ~v.com

O'I ISDRNI: YS E()R Dl:ICI'. I-:NI-'RCIY CAROI. INAS, I.LC:
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VERIFICATION
PURSUANT

TO

5 58-27-1720

The undersigned ofticcrs of Duke I-:nergy Carolinas, LLC verify that this Application is in

cotnpliance ivith ss 58-27-1720, South Carolina Code ot l.avvs (I')76 as amended).

Step en G. De Vlay
Senior Vice President Investor Relations and

Treasurer

Robert T. Lucas II
Assistant Secretary



DUKE ENERGY CAROLINAS
UNCONSOLIDATED SCHEDULE OF OUTSTANDING FIRST AND REFUNDING MORTGAGE BONDS, NOTES AND OTHER OBLIGATIONS

December 31, 2011
(Dollars in Thousands)

EXHilBIT A

1 of 1

Authorit for Issue

Descri tion of Securities

First and Refunding Mortgage Bonds
8.950%
5 3QQ%

5 250'/i

6 000%
5 100'/r

6 050%
5 750"!u
7 oooo/r

4 3008!r
5 300%
3 900%
1.750%
4 2501!a

Su bio le I

Date of
issuance

7iQ1/1991
3/21I2003
1/07/2008
1!07/2008
4!14/2008
4!14/2008

1 lr17/2008
1 1/17/2008
6/02/2010

11/19/2009
5!19/2011

12/08/2011
1 2/08/20 1 1

Date of
Maturi

7!01i2027
10/01/2015

1,'15/2018
1/15/2038
4/1 5/2 0 1 8
4 I1 5/203 8

11/15r2013
11/15i2018
6/15/2020
2/15/2040
6!15/2021

12/15 2016
12/1 5/204 1

Amount
Outstandmg

12,507
500,000
400 000
500 000
300 000
600 000
40o ooo
500,000
450,000
750.000
500 000
350.000
650 000

5.912 507

North Carolina

Dockel No B-209 Sub 31
Docket No E-7, Sub 727
Docket No. E-7, Sub 836
Docket No E-7 Sub 836
Docket No. E-7, Sub 836
Docket No E-7, Sub 836
Docket No E-7. Sub 862
Docket No E-7 Sub 862
Docket No E-7, Sub 937
Docket No. E-7, Sub 862
Docket Na. E-7 Sub 937
Docket No E-7, Sub 937
Docket No E-7, Sub 937

South Carolma

Docket Na 91-284-E
Dacket No 2003-183 E
Docket No 2007-338-E
Docket No. 2007 338 E

Docket No 200 -338-E
Docket No. 2007 338-E
Docket No. 2007-338-E
Docket No 2007 338 E
Docket No. 2007-338-E
Docket No. 2007-338-E
Docket No 2007-338 E
Docket No 2007-338-E
Docket No. 2007-338-E

Tax Exempt Bond Obligations
Series 1990 york County
Senes 1999 Gaston County
Senas 1999A Oconee County
Series 1999BOconee County
Senes 2006A NCCFFA
Series 2006B NCCFFA
Series 2008A NCCFFA
Series 2008B NCCFFA
Senas 2009

Subtatal

5!23!1990
10/28/1999
10/28/1999
1 0/28/1 999
10/18/2006
1 oi18/2006
4/18/20QB
4/18/2008
9/01/2 009

8!01/2014
10/01!2012

2/01 '2017
2!01/201 7

I 0/0 I i 2031
10/01/2031
11/01i204Q
11/01'2040
2/01/201 7

40 000
20 000
25,000
10,000
71 605
71 595
50,000
50,000
77 000

415 200

Docket No E-7 Sub 465
Docket No E-7, Sub 656
Docket No. E-7, Sub 656
Docket No. E-7, Sub 65ti
Docket No. E-7, Sub 727
Docket No E-, Sub 727
Docket No. E-7, Sub 836
Docket No E-7, Sub 836
Docket No. E-7, Sub 520

Decks l No. 90-335-E
Da ket No 1999-394-E
Docket No 1909-394-E
Docket Na. 1999 394-E
Docket No 2003-184-E
Docket No. 2003-184.E
Docket No. 2007-338-E
Docket No 2007-338-E
Docket No 93-161-E

Senior Debt
6 000%
6 250%
6 4501/
5 625 "/4

6 100%
7 45'!0 —NP&L

6 9% —NP&L

Subtotal

12/04/1998
1/14I2002

10!08!2002
11/2QI2002
6/05/2007
BI03'1998
6/30, '1998

12/olr2028
'/15/2012

10!15/2032
11/30/2012
6/01/2037

11/30/2012
12/30/2016

300,000
750.000
350 000
40Q 000
500 000

1 533
11,667

2 313 200

Docket No E-7, Sub 631
Docket No. E-7, Sub 691
Docket No E-7, Sub 707
Dockel No E-7. Sub 720
Docket No. E-7 Sub 727
Docket No E-7, Sub 727
Docket No E-7. Sub 727

Docket No 96-469-E
Docket Na. 2001-140-E
Docket No. 2002-88-E
Dockei No 2002-359.E
Docket No 2003-184-E
Docket No. 2003-184-E
Docket No. 2003-184-E

Obligation under capital lease
Mon ey Pool

Unamortized Debt Discount and Premium, Net
Other-Long Term Debt
current 5'.atunties of Long-Term Debt
Nan-Current Portion of Long Tenn IQabt

34.388
300 000
(13,981)
312.662

1,17 7281
8 095 249

Note
Detail amounts may not add to latats shown due to roundxig



DUKE ENERGY CAROLINAS
UNCONSOLIDATED BALANCE SHEETS

December 31, 2011
(Dollars in Thousands)

EXHIBIT E
1of2

ASSETS
CURRENT ASSETS

Cash .
Short-term investments .
Recewables

Less allowances for losses.
Receivables. net.

Restricted receivables of variable interest entities. . . . . . . . . . .
Allowance for doubtful accounts .
Restncted receivables of variable interest entities, net .

Inventory - at average cost
Current maturity of deferred debits .
Prepayments and other.

Total current assets

Actual

288,861

1,243,356
2.566

1,240,790
586,586

6,000
580,586
927,418
137,915
104,984

3,280,554

Proforma
Adjustments Proforma

288,861

1,243.356
2,566

1,240,790

6,000
580,586
927,418
137,915
104,984

3,280,554

INVESTIIENTS AND OTHER ASSETS
investments in and advances to subsidiaries and affiliates. . .
Other investments, at cost or less .
Nudear decommissioning trust funds. . . . . .. . ... . . . . . . . .

Total investments and other assets. . . . . . . . . . . . . . . .

11,034
18,OOO

2,060,369
2.089,403

11,034
18,000

2,060,369
2,089,403

PROPERTY, PLANT AND EQUIPIIIENT
Electric plant in sennce (at original cost)

Production .
Transmission .
Distribution .
Other .

Electric plant in service
Accumulated depreciation and amortization. . .

Electric plant in service, net
Nudear fuel .

Accumulated amortization

Nudear fuel, net.
Construclion work in progress

Nudear Fuel in process.
Total construction work in progress

Total electric plant, net.
Other property - at cost

Accumulated depreciation

Total other property. net - at cost
Total property, plant and equipment, net. . .

15,141,296
2,699,010
8,955,111
1,135,954

27,931,372
(10,750,815)
17,180,557

1,036,333
(577,896)
458,437

3,743,122
176,913

3,920,035
21,559,029

112,673
(21,049)
91,624

21,650,653

$418,402 (A)

418,402
418,402

418,402

15,141,296
2,699,010
8,955,111
1,135,954

27,931,372
(10,750,815)
17,180,557

1,036,333
(577,896)
458,437

4,161,524
176,913

4,338,437
21,977,431

112,673
(21,049)
91,624

22,069,055

DEFERRED DEBITS
Debt expense, primarily refinancing costs, being amortized

over the terms of related debt
Regulatory asset related to income taxes. . . . . . . . . . . . . .
Intones & Damages Insurance Receivable. . . . . . . . . . . . . . . .
Other .

Total deferred debits .

71,379
668,480
780,529

1.248,966
2,769,354

71,379
668,480
780,529

1,248,966
2,769,354

TOTAL ASSETS . $29,789,964 $418,402 $ 30,208,366

(A) Balance of debt-issuance proceeds will be used to retire current maturilies of long-term debt and debt maturing in 2012 and 2013
and to fund construction work-in-progress.
Detail amounts may not add to totals shown due to rounding.



EXHIBIT E
2of2

DUKE ENERGY CAROLINAS
UNCONSOLIDATED BALANCE SHEETS

December 31, 2011
(Dollars in Thousands)

LIABILITIES AND MEMBERS' EQUITY

Actual
Proforma

Adjustments Proforma

CURRENT LIABILITIES
Accounts payable .
Notes payable .
Taxes accrued .
Interest accrued
Current maturities of long-term debt and preferred stock . .

Other.
Total current liabilities .

LONG-TERM DEBT

NON-RECOURSE LONG-TERM DEBT OF VARIABLE INTEREST ENTITIES

ACCUMULATED DEFERRED INCOME TAXES, NET

808,883

144,840
130,560

1,177,728
400,881

2.662,892

7,796,249

300,000

4,477,723

$ (1,177,728)

(1,177,728)

1,596, 130

$808,883

144,840
130,560

400,881
1,485,164

9,392,379

300,000

4,477,723

DEFERRED CREDITS AND OTHER LIABILITIES
Investment tax credit
Nuclear Decommissioning costs externally funded
Asset Retirement Obligation .
Other.

Total deferred credits and other liabilities. . . . .

233,079
263,574

1,845,864
2,756,957
5,099,474

233,079
263,574

1,845,864
2,756,957
5,099,474

MEMBERS' EQUITY
Accumulated Other Comprehensive Income .
Retained earnings/Paid-In Capital

Total members' equity

(19,331)
9,472,95?
9,453,626

(19,331)
9,472,957
9,453,626

TOTAL LIABILITIES AND MEMBERS' EQUITY . . . $29,789,964 $418,402 $30,208,366

Notes
Detail amounts may not add to totals shown due to rounding.



DUKE ENERGY CAROLINAS
UNCONSOLIDATED INCOME STATENIENT

Twelvo Months Endmg December 31,2011
(Dollars in Thousands)

EXHIBIT F-1
1o(1

Actual

Electric Revenues 5 6,484, 3TT

Electnc Expenses
Ooe. ation

Fuel Used in E(ectrrc Geniualmn

Pu. cnasec Prvre
Other Operat, on

5(mntenance
Deprec & An'or',

Taxes
Gene ra I

Federal income
Slate income
Prows. cn for Deferred income
ITC

1,644, ?5?
299,060

1,268 266
619 601
808,891

336,?50
(102,?79')

36,324
529 932

(6,8811

Total Electric Expenses

Electnc Operating Income

5,434,141

1,050,237

Other Income
Allow 'or Olhm Funcs Cunng Const'ucuon

Earmngs of S bs, drones
Otner Divicends and(nleres!
Othe -Net

Other Income Dedcchons
Income Taxes h.cn Utilrty

Prov for Deferred .nc Tax (Non-U(. ll

'6 .811

9,901
Ci /5

(25,32?i
(2,06 )

(13 677)

Total Other Income, Net

Gross Income

144,416

1,194,653

Interest Deductions
Interesl on '

ong Tenn Deb(
Azlow for Borrowed Funds D nng Conslructmn

Ol (le' I fit-r-st
Amodization cf Debt Disccunl & Frperse

Total interest Deductions

420.414
(76 4 '2)

l3 1I
1o 719

Net Income 834,363

Note
Th, s sched le represent- Ihe actua( income statement fo twelve months

fm pro(erma argushrerts were catculafed
Detai amounts may no'. add to totats shown due to rounding.



DUKE ENERGY CAROLINAS
UNCONSOUDATED INCONIE STATEMENT

Twelve Morahs; Ending Daciunber 31,2O19
{Dollars in Thousands)

EXISBITFZ
1 of 1

Hectnc Revenues $6416,512

Hectnc Expenses
Gnenaruco

Fuel Lived in Electric Den rabon
Purchased Porter

er Gpcrahorr
Vwntenance
Deprec 8 Aired
faxes
~~a l

cederal Inuxne
Stale incame
nrovnron fcr Cieferred fncome

1.f14,513
246 128

1281 622
583 353

484

346, 116
31,841 j
!25813I
588 866

i7,4181

Total Electric Expenses

He it ric Operating Income

S,391,613

1,623,699

Other Income
Alcw for Other Funcs Curing instr ctinn
Eanungs of Subsxfianes
Gther Drvrdencs and Interest
Gther-nlet
Other inccrre Deduratcns
Irrcorire axes-Ncn-LtilrtY
Prov o. Deferred irrc Tax Iffon-tttar

I 3,823
;522)

22, r I '
1 5G;

f13,IO3)
it2, 584II

, 5T6)

To tai Other income. Net

Gross Incerne

126,421

1200,129

Inunast Deducbons
Irl e'est clt I ong-T —rrn Debt
Allow for liorrrnred F nds Dunng ~shuctico
G'ner interest
Arnonrrmtcn nf Debt Discount 8 Expense

Telal interest Deductions

388 266
183~36)
30 363
16 026

362399

5 632JI21

Tnn ached-le reniesents the a var, acorne smternent ro' twelve menthe.
No nmforrr a ad, .stment» were calcula'ed.
Detail amounts may not acd tc totals shown duo tu rounding.



DUKE ENERGY CAROLINAS
UNCONSOLIDATED STATEMENTS OF CASH FLOWS

Twelve Months Ending December 31, 2011
(Dollars In Thousands)

EXHIBIT G
1 of 2

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to reconcile net income to net cash (used in)

operating activities:
Depreciation
Amortization including Nuclear Fuel
Impairment Charges
Deferred income taxes and investment tax credit(Net)
Contributions to qualified pension plans
(Increase) Decrease in

Receivables
MTIVI and Hedging Transactions
Inventory

Increase (Decrease) in

Accounts payable
Taxes accrued
Interest accrued and other liabilities

Allowance for equity funds used during construction

Earnings of affiliates
Other, net

$834,363

735,176
282,216

12,488
536,728
(33,066)

(39,745)
(91,155)

(179,748)

74,009
145,910

(173,412)
(167,811)

0
60,759

Total adjustments 1,040,831

Net cash provided by (used In) operating activities 1,875,194

CASH FLOWS FROM INVESTING ACTIVITIES
Construction expenditures and other property additions
Investment in nuclear fuel
Investment in affiliates

Net change in investment securities
Other, net

(1,958,373)
(313,336)
(584,285)

(48,304)
(11,510)

Net cash provided by (used in) investing activities (2,915,808)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from the issuance of

Long Term Debt
Short term Debt

1,497,821

Payments for the redemption of

Long Term Debt
Short term Debt

Cash Distribution to Parent
Other

(6,857)

(300,000)
(14,447)

Net cash provided by (used in) financing activities 1,176,517

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

135,903
152,958
288,861

Note
This schedule represents actual cash flows for twelve months. No proiorma adjustments were
calculated
Detail amounts may not add to totals shown due to rounding.



DUKE ENERGY CAROLINAS
STATEMENT OF RETAINED EAIEVINGS

Twelve Months Ending December 31, 2011
IOollars in Thousands)

DAI AlrCE —Dmenmcr 31 2019
ALrU N I raceme .
I I'SS Casu DdlrbulrOn lo nar. nl

croj .vga

4.3C3

I Fr'l, l'I 4l

EXHIBIT G
2 of 2

Total 9,472,957

BALANCE - December 31, 2011 5 9,472,957

Noto
lmtail a-:mr rray nrv add t . Iclals srov:rr cue lo ruundslg



DUKE ENERGY CAROLINAS
UNCONSOLIDATED STATEMENTS OF CAPITALIZATION

Twelve Months Ending December 31, 2011
(Dollars in Thousands)

EXHIBIT H

1 of 1

MEMBERS' EQUITY

December 31
2011

Percent
of Total Proforma

Proforma

Amount
Percent
of Total

Accumulated Other Comprehensive Income
Members' Equity

Total members' equity

(19,331)
9,472, 957

9,463,626 63.9

$ (19,331)
(A) 9,472, 957

9,463,626 49.4

LONG-TERM DEBT (A)
Rate Year Due

First and refunding mortgage bonds

Tax-exempt series, 1990
Tax-exempt series, 1999

Tax-exempt senes, 2008

Tax-exempt series, 2006

Tax-exempt senes, 2006

5 75%
5,30%
5,25%
5, 10%
7,00%
4.30%
8,95%
6 QQ%

6 05%
5 30%
3.90%
1.75%
4 25%

0.50%
0 15%
0.13%
0.15%
4.63%
4.63%
4.38%
4, 38%
3,60%

2013
2015
2018
2018
2018
2020
2027
2038
2038
2040
2021
2016
2041

2014
2012
2017
2017
2040
2040
2031
2031
2017

400,000
500,000
400, 000
300,000
500,000
450,000

12,507
500,000
600,000
750,000
500,000
350,000
650,000

40,000
20,000
25,000
10,000
50,000
50,000
71,605
71,595
77,000

$ (400,000) (B)

(795) (B)

2,000,000 (C)

(20,000) (B)

500,000
400,000
300,000
500,000
450, 000

11,712
500,000
600,000
750,000
500,000
350,000
650,000

2,000,000
40, 000

25, 000
10,000
50,000
50,000
71,605
71,595
77,000

Total mortgage and pollution control bonds

Senior Debt

Total senior debt

Capitalized leases
Non-Recourse Long-Term Debt of Vanable Interest Entities . .
Other long-term debt instruments
Unamortized debt discount and premium, net
Current maturities oflOng-term debt

Total unconsolidated long-term debt.

5,625%
6, 250%
6.10%
6.00%
6.45%
6,90%
7.45%

2012
2012
2037
2028
2032
2016
2012

6,327,707

400, 000
750,000
500,000
300,000
350,000
11,667

1,533

2,313,200

34,388
300,000
312,662
(13,981)

(1,177,728)

8,096,249 46.1

1,679,206

(400,000) (B)
(750,000) (B)

(4,667) (B)
(1,533) (B)

(1,166,200)

(4,603)

1,177,728

1,696,130

7,906,912

500,000
300,000
350,000

7,000

1,167,000

29,785
300,000
312,662
(13,981)

9,692,378 60.6

TOTAL CAPITALIZATION 17,649,876 100.0 $1,696,130 $19,146,004 100.0

Notes:
(A) No proforma adjustments were calculated for Members' Equity (e,g. net inCOme additions)
(B) Amounts reflect the matunty of long-term debt in 2012 and 2013,
(C) Represents the total amount of financing requested per this application.
Detail amcunts may not add due to rounding.


